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IS57. 

Pnee Tteo S&illinfft. 



J J J. -^ .q , 



CORRESPONDENCE, 



&C, &C. 



My dear Sir, November 1, 1857. 

I THANK you for calling my attention to the recently 
printed Report of the Select Committee on Public Monies.* 
I have read it with great care, together with a consider- 
able portion of the 900 folio pages, in which is collected 
what you justly describe as " an invaluable mass of oral 
" and docimaentary evidence on the whole subject of 
" financial control/* That Parliament will soon be invited 
to legislate upon this subject is sufl&ciently apparent ; and, 
considering the high qualifications and attainments of the 
members of the Committee, the diligence displayed by 
them in the collection of materials, and the admitted de- 
fects in our present financial arrangements, it would, I 
agree with you, be most discreditable to us if another 



* This Committee was appointed on the 24th April 1856, " to inquire 
" into the Receipt, Issue, and Audit of Public Monies in the Exchequer, 
" the Pay Office, and the Audit Department." 

The oral evidence taken by the Committee during the Session of 1856 
and a preliminary Report were printed by Order of the House, dated the 
21st July 1856.— Pari. Paper 375. 

The final Report, with some valuable documentary evidence, was ordered 
to be printed on the 18th August 1857.— Pari. Paper 279, Session 2. 
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session were suffered to expire without a vigorous attempt 
being made by Parliament to establish our system of 
financial control upon a sound basis — the more especially 
as a similar attempt on the part of French financiers has 
already been crowned with success. 

But though I think that the time has come for putting 
our financial affairs in order, I cannot conceal from myself 
that, notwithstanding my recent studies, I am but indif- 
ferently qualified as yet to take a creditable part in the 
work. I cannot say that I have any clear ideas either as 
to the relative merits of the various principles which have 
been so elaborately discussed before the Committee, or as 
to the sufficiency of the scheme of control embodied in 
their Report ; and the confusion of my faculties is, to say 
truth, rather increased than diminished, by the enormous 
mass of information which is now pressed upon my atten- 
tion for the first time. I come to you, therefore, (not, 
however, without due encouragement,) as a suppliant for 
help, believing that you can, if you will, supply me with a 
clue to guide my perplexed footsteps through the labyrinth 
of conflicting principles, argiunents, facts, theories, and 
conclusions in which my mind is now lost. 

Let me not, however, represent myself as being more 
helpless than I really am. I agree with the Committee in 
condemning the practice of diverting portions of the 
revenue on its way to the Exchequer, in order to pay 
charges for which no money has been voted fcy Parlia- 
ment; and I adopt their views as to the importance of 
requiring that the gross revenue should be paid to the 
Consolidated Fund. I should further add that, after care- 
fully reading the " Memorandum on Financial Control put 
" in by the Chancellor of the Exchequer,"* I thoroughly 
understand (at least I think so) the explanatory statement 
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* See Appendix I. to the final Report of the Committee, page 125. 



in the first three pages relative to the existing Parlia- 
mentary checks upon the grants of money to the Crown, as 
contra-distinguished from the checks upon the subsequent 
issive and appropriation of such money. I understand that 
no part of our public expenditure is now, as formerly, 
specially charged upon any particular branch of the re- 
venue; but that all the various sources of revenue, whether 
derived from loans or taxation, now merge in the one great 
Consolidated Fund, which is available for all public pay- 
ments whatever. I understand that these payments may 
be all classed under two heads : — 1st, those which are 
permanently charged upon the Consolidated Fund ; and, 
2ndly, those which are expressly sanctioned by votes an- 
nually taken in a Committee of Supply. I understand, 
further, the constitutional effect of the resolutions in Com- 
mittee of Supply, the resolutions in Committee of Ways 
and Means, and the various Acts of Parliament (especially 
the Appropriation Act) founded on these resolutions. 
Indeed, it would be impossible for any person who can 
comprehend English, to retain a confused impression 
respecting these matters after reading the Memorandum in 
question, which seems to me to furnish strong internal 
evidence of a master's hand. But whenever, after follow- 
ing the revenue fi'om its sources to the Exchequer, I 
attempt to trace its progress from the Exchequer to its 
ultimate destination, my troubles begin j and yet it is 
obviously at this point that the difficulty of establishing a 
good system of financial control talics its rise. 

First of all, then, I want to know what is the precise 
nature of the Exchequer control, and what your opinion is 
as to the points of diffierence between the Exchequer and 
the Treasury ? The Report of the Committee, if I under- 
stand it rightly, recommends a sort of compromise between 
the principles advocated by the Exchequer on the one side 
and the Treasury on the other ; but, unless I have com- 



pletely misapprehended the arguments of hoth depart- 
ments, I should say, as at present advised, that the points 
of difference between them admit of no compromise, and 
that the Exchequer system should either be confirmed and 
enlarged, or altogether abolished. 

Secondly, I am puzzled beyond measure to understand 
what is meant by the Treasury Chest Fund — a fund which 
seems always at hand to relieve the necessities of the 
Government both at home and abroad, but which never 
appears to be replenished by any Parliamentary vote. I 
am the more anxious for information on this point, because 
I perceive that the possibility of carrying into effect the 
views of Lord Monteagle is represented by him to be in a 
measure contingent upon the proper use of the Treasury 
Chest Fund. 

Thirdly, my mind is by no means clear as to the nature 
of " the Appropriation Audit,'' which is now applied to the 
Army and Navy accounts. I am particularly anxious to 
hear from you fully on this subject, because I find that 
whilst Mr. Romilly, the Chairman of the Audit Board, 
gives no very decided testimony in favour of this check, 
the Committee attach so much importance to it that they 
propose to extend its operation for the first time to all the 
miscellaneous expenditure of the country. 

Fourthly, I wish to have your views as to what you 
conceive to be the proper functions of an Audit Office, and 
as to the policy of the proposed re-organization of the 
Audit Ofl&ce on the principle of making it " a great depart- 
ment of the State," and "directly responsible to Parlia- 
ment.*' Am I wrong in supposing that the Committee are 
in error when they represent the Audit Office as being at 
present responsible to Parliament alone ? 

Fifthly, I should like you, as the lawyers say, to advise 
generally on the premises. 

And now, in conclusion, whilst requesting you to re- 



member that you camiot treat these subjects in a too 
elementary manner for my necessities, let me also, in all 
good humour, beg you to forget for a time the atmosphere 
of official phraseology in which Her Majesty's civil servants 
" live, and move, and have their being." If you love me, 
keep as clear as possible from all matters of mere form 
and official routine. My object is not to qualify myself for 
employment imder the Comptroller of the Exchequer, or 
the Paymaster-General, or the Commissioners of Audit, 
but to qualify myself for the duties which I may be called 
upon to discharge next year as a Member of Parliament ; 
in other words, to obtain such an insight into the principles 
which underlie the existing financial system on the one 
side, and the reforms suggested by the Committee on the 
other, as will enable me to estimate at its true value any 
scheme of financial control which Parliament may next 
session be required to discuss. 

If you should be disposed to resent the unreasonableness 
of my present demand upon your time, recollect that you 
have drawn it upon yourself, by assuring me in your last 
letter that you would " only be too happy to give me any 
" information in your power on the subject.*' Even official 
men will sometimes commit themselves* 

Believe me to be, &c. 



My dear Sir, November 3, 1857. 

You have set me a rather difficult task, much more 
difficult, to say truth, than I bargained for, when I gave 
the assurance to which the concluding sentence of your 
letter refers. But as I am responsible for having excited in 
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your mind something of my own interest in the important 
subjects to which the attention of the Committee on Public 
Monies has been so long and so laboriously directed, I will 
not now, on the plea of conscious inability, or preoccupied 
time, or any other plea, leave you to struggle through the 
difficulties which surround these subjects, without such 
aid as I can give you. I am the more disposed to accept 
your challenge, because I think that I can see my way to 
the removal of some of your perplexities ; but I must beg 
you to bear in mind, that although, in accordance with 
your wish, I shall avoid as much as possible all official 
technicalities of phrase, and confine myself to what belongs 
rather to essential principles than to administrative details, 
I cannot hope to make my views on a subject of such 
intrinsic difficulty clearly intelligible to you, without a 
considerable expenditure on your part of thought and 
attention. 

Let us begin with the beginning. I gather from your 
letter that your difficulties are confined to the various 
questions which have been raised as to the best mode of 
checking the issue and appropriation of the Public Money 
after it has found its way from the various sources of 
revenue into the Exchequer, and become merged in the 
great Consolidated Fund. You will observe that I have 
followed your example in coupling together the terms 
** issue" and "appropriation;" and yet one great source 
of the confusion which has darkened the deliberations of 
the Committee has arisen from the idea that there is some 
inseparable relationship between the detailed " issue " and 
the detailed " appropriation " of Public Money. If, however, 
you examine your own mind, you will see that the object 
you have in view has no necessary connexion with the 
mode in which the grants to the Crown are issued to the 
Government. What you want to obtain is, ample security 
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that the Acts of Parliament by which permanent charges 
have been made on the Consolidated Fund are strictly 
observed by the Government, and that no more Public 
Money is appropriated to any specific voted service than 
Parliament has authorized to be expended on that service. 
When, therefore, you demand an efficient check upon the 
appropriation of Public Money, you demand it for its own 
sake ; you do not, however, want a check upon the issue 
of Public Money for its own sake, but only as a means of 
enforcing compliance with the directions of Parliament as 
to the manner in which the various grants to the Crown 
should be applied. It is important to bear these con- 
siderations in mind whilst discussing, as I propose to 
do now, the merits of the existing Exchequer system of 
control. 

The powers which are vested in the Comptroller of the 
Exchequer have relation solely to the issue of the Parlia- 
mentary grants ; and the first question we shall have to 
examine is, whether the regulations under which he is 
authorized to issue money to the Government tend to 
secure the proper appropriation of the money. The Comp- 
troller of the Exchequer says that they do ; the Treasury 
say that they do not. You will remark that the question 
raised here leaves very little room for the play of opinion. 
It is almost a simple question of fact ; but it will be better 
to come to a decision upon it before proceeding to discuss 
any matter of principle or policy. 

The Exchequer, as Lord Monteagle shows, in the spi- 
rited historical sketch which he has given of his office, is 
a very ancient institution,* coeval, it would seem, with the 
birthday of legal memory. But in the olden time it was 
certainly a very different institution from what it is now. 



* See Appendix HE. to the Report of the Gommittee, page 67. 
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Formerly the Exchequer ofl&cers acted as receivers, pay- 
masters, and auditors. They held money in cash and 
notes, which were kept in a strong box ; and their most 
important function, perhaps, was to guard this treasure. 
" Mais nous avons change tout cela.'* The Exchequer 
now can scarcely be said to have any individual separate 
existence. The money which is popularly represented as 
going into the Exchequer is really paid into the coffers of 
the Bank of England ; and though it is carried to the ac- 
count of the Exchequer in the Bank books, the actual cus- 
todiers of the money are the Governors and Company of the 
Bank of England ;~the Exchequer officers being unable 
to touch it, or to operate upon it in any other manner than 
by directing its transfer from the Exchequer account to 
some other account. 

The present constitution and fimctions of the Exchequer 
are determined by an Act passed in 1834 (4 Will. 4. c. 15.), 
and the duty of the Comptroller under this Act, quoad the 
issue of money, when separated from all the pedantry of 
Royal orders. Treasury warrants, and Treasmy issuing let- 
ters, resolves itself into this, — ^that whenever he receives 
a formal requisition from the Treasury to issue a credit 
to a paying ofl&cer out of a grant of Parliament for any 
special service, he is bound to comply with that requisition, 
to the extent of such grant. If the service should be 
permanently charged by Act of Parliament on the Consoli- 
dated Fund, it is the duty of the Comptroller to see that 
the Treasury requisition is not inconsistent with the pro- 
visions of that Act. If the service should be one for which 
the supplies are voted annually, it is his duty to see that the 
amount required is not in excess of the vote taken for the 
service, and that a Ways and Means Bill applicable to the 
vote has been passed into a law. Having satisfied himself 
upon these points, he "is bomid to direct the Bank of 
** England by his warrant to grant a credit to the paying 
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" officer pointed out by the Treasury for the exact sum 
" required, and for the special service authorized," * 

Such, substantially, is the whole of the duty of the 
Comptroller of the Exchequer with respect to the issue of 
public money, — a duty which, doubtless, he performs with 
great fidelity and vigilance ; but the question remains,* — 
Can the faithful performance of such a duty exercise any 
control or check over the appropriation of the money 
issued by him ? If — to put this question in a more tangible 
form — the Treasury should, in violation of the orders con- 
tained in the Exchequer warrants, direct the Paymaster 
General to apply the credit which is granted for one spe- 
cific service to another service, can the Comptroller of the 
Exchequer do anything to vindicate the authority of his 
warrants ? Has he any power of preventing such a breach 
of the law, or of punishing it, or of reporting it to Parlia- 
ment for punishment ? All these questions must be an- 
swered in the negative. Hear Lord Monteagle himself on 
this subject. 

Question 605.f " Do you consider it a part of the 
functions of the Comptroller of the Exchequer to see 
that the Paymaster in any way makes a proper use of 
the money when once paid to him ? '' 






* This description of the Exchequer warrant is taken from Lord Mont- 
eagle's Memorandum on the Exchequer, 1854. (Appendix No. 1 to First 
Report of Committee on Public Monies.) Lord Monteagle goes on to say : 
— " Consequently, without the Exchequer warrant no issues from the 
" Bank Exchequer account, and no payment can be legally made, and 
" every such warrant contains its orders of specific appropriation." In 
point of fact, the Exchequer warrant (Appendix No. 1, page 479) does not 
contain any order of specific appropriation ; but, inasmuch as it follows 
close upon the Treasury requisition, in which the service for which the 
credit is demanded is distinctly specified, and as the same service is endorsed 
upon the warrant, it will be readily conceded that the Exchequer warrant 
amounts to an order to apply the credit granted by the warrant to the 
special service in question. 

t See Evidence taken before the Committee on Public Monies, question 
605, page 79. 
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Lord Monteagle. ** Certainly not ; when withdrawn 
" from the Exchequer account, 1 have no such authority ; 
" when withdrawn from the Exchequer account^ I have 
" neither authority nor knowledge given to me by law.** 

Thus, then, the duty of the Comptroller is limited to the 
mere business of giving an order, that money is to be ap- 
plied in a particular manner ; but inasmuch as he has no 
means of knowing whether the money has been so applied, 
it does not appear how the order is to control the appro- 
priation of the money. 

No one has more strongly insisted than Lord Monteagle, 
on the importance of establishing our whole system of 
financial control upon the principles of jealousy, distrust, 
and even suspicion ; nor can the arguments by which he 
has supported the doctrine that the British Constitution is 
founded on the principle of want of confidence in the Exe- 
cutive be too highly commended ; but on these principles, 
what becomes of the value of a check which derives its 
whole force from an order unsupported by any executive 
machinery or legal sanction whatever ? Suppose that you 
were to give a servant of questionable integrity 50/., with 
instructions to pay thereout 15/. to your bootmaker, and 
35/. to your tailor ; would you not consider that your only 
security for the due application of the money consisted in 
your power of requiring the production of the receipts, 
coupled with your power, should the receipts not be forth- 
coming, of dismissing the peccant servant and giving him 
in custody to the police ? But the Comptroller of the Ex- 
chequer can call for no receipt; he has not even any 
authority to inspect the Paymaster's accounts, nor can 
he insist upon being furnished with any information what- 
ever as to the manner in which his orders have been 
treated. Wherein then does the controlling power of the 
Comptroller reside? Mark the following question and 
answer. 

Question 606. " It is no part of the functions of the 
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" Exchequer, and you have no responsibility with regard 
to the application by the Paymaster of the money when 

once paid to him ? " 

Lord Monteagle. " No ; I have only the responsibility 
" of seeing that the Parliamentary appropriation is not 
" exceeded,* and I do that under the supposition that a 
" party so receiving appropriated funds is bound to employ 
" them for the purpose to which they are appropriated by 
" the Act of Parliament, and for such purposes only." 

It is impossible to read this answer without being puz- 
zled to reconcile the views entertained by Lord Monteagle 
as to his controlling powers, with the principles on which 
he assures us that a system of control should be founded. 
On the one side we are told that our whole system of con- 
trol should be based on the good old constitutional maxim 
of regarding the Government with distrust ; and on the 
other side we are told that the existing Exchequer system 
derives its efficacy from the supposition, that the officers 
who receive money from the Exchequer will consider 
themselves bound in conscience to spend it in strict accord- 
ance with the Appropriation Act. 

But to bring this argument to a point : — if the Comp- 
troller possesses any power of controlling the specific 
appropriation of the money issued by him, that control 
must be one of two kinds : — it must result, either from 
his power of preventing, punishing, or exposing the misap- 
plication of his issues, or it must result from the moral 
influence of the authoritative directions contained in the 
Comptroller's warrants. That the alleged control is not of 
the first kind is abundantly proved, as I have shown 
by the notorious facts of the case, and by the admissions 



* By this phrase Lord Monteagle obviously means that he is only 
responsible for seeing that no issue in respect of any service is made from 
the Exchequer beyond the sum granted for that service by Parliament. 
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of the Comptroller himself. Does it then belong to the 
second kind ? Even if it did, it would be good for very 
little. A system, confessedly misupported by any material 
sanction, would be but a sorry contrivance for checking" 
the mal-practices of persons whom it is our duty to regard 
with suspicion. But the truth is that any moral authority 
which the Exchequer warrants might, if they stood alone, 
be supposed to carry with them, cannot but be completely 
overshadowed by the superior authority which must attach 
to the distinct provisons of a Statute of the realm. The 
Exchequer warrants cannot be more obligatory upon the 
consciences of the Treasury than the terms of the Appro- 
priation Act; and thus, the advocates of the reality of 
Exchequer control find themselves impaled on one oy 
other of the horns of the following dilemma : — Either the 
directions contained in the annual Appropriation Act are 
sufficient to effect all that moral authority can effect, or 
they are not. If they are, the Exchequer warrants must 
be superfluous: if they are not, it is obviously hopeless 
to expect that the defect can be supplied by directions 
resting upon an authority which can in no conceivable way 
be traced to a higher source than the Appropriation Act 
itself. 

The first conclusion, then, to which I am anxious to bring 
you is, that the mode of making issues of money imder the 
existing law from the Exchequer, does not in the slightest 
degree tend to secure the proper application of the specific 
issues, and that the maintenance of the present system 
with any such view, would inevitably prove, as it always 
has hitherto proved, " a mockery, a delusion, and a snare.** 

If you ask me, what good purpose the existing Ex- 
chequer system is calculated to serve ? I answer that, I 

• 

know of but one : — ^it certainly prevents the Government 
obtaining from the Consolidated Fund more than the 
aggregate amount of money charged upon that fund by 
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Act of Parliament ; and I think that in any new scheme of 
Financial control, provision should be made (as we shall 
more fully see hereafter) for the maintenance of this 
check. 

But you must not suppose that we have yet exhausted 
the subject of Exchequer control. It may well be, that 
though the Exchequer as at present constituted, is all but 
impotent for good, its incapacity depends, not upon any 
inherent defect in the system of special credits, but upon 
something which legislation might remove. It will there- 
fore be necessary to consider whether the required check 
upon the appropriation of public money can be obtained by 
so amending the existing laws relating to the Exchequer, 
as to ensure compliance on the part of the Treasiuy and 
Pay Offices with the directions contained in the Ex- 
chequer warrants. 

This is a very large and important question of policy, 
too large and too important to be taken up at the fag end 
of a letter. It deserves, at all events, one letter to itself, 
and must, I fear, have two. 

Very sincerely yours, &c. 



Dear Sir, November 4, 1857. 

Your letter of yesterday is just the sort of thing I 
want. Pray go on; but before resuming the thread of 
your argument, there is one point — with reference to the 
alleged inability of the Exchequer to control the appro- 
priation of public money — ^which I should like to see 
cleared up. I see that it is stated by Lord Monteagle, that 
since 1834, 150 cases* have occurred in which the Exche- 



* Appendix m. to the final Report of the Committee on Public Monies, 
pages 84, 85, 86, 
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quer has actually exercised a controlling power. What 
does this mean ? Perhaps you will find a comer at the 
commencement of your next letter to answer this question. 

Very truly yours, &c. 



My dear Sir, November 7, 1857. 

In reply to the question contained in your letter of 
the 4th instant, let me beg you to remark that the ex- 
amples of control referred to by Lord Monteagle as tend- 
ing to show the efficacy of the Exchequer system, are 
examples of control, not over the appropriation y* butr 
over the issue of public money. Thus, let it be supposed 
that the Treasury require the Exchequer to issue 5,000/. 
for a particular service ; if the Comptroller should find 
that Parliament has not voted any money for that service, 
he will refuse to issue it. But this refusal can obviously 



♦ It must be confessed that a vast deal of mystification would have been 
avoided if the term " appropriation" had been clearly defined and never used 
but in one sense. Thus, Lord Monteagle evidently considers that money 
which is issued for a specific purpose is "appropriated" to that purpose ; 
and if I give a man money for a particular object, I may, no doubt, be said 
to " appropriate" the money to that object. The Committee, however, the 
Treasury, and, in some cases, even Lord Monteagle himself, use the word 
in question as synonymous with " application ;" and when they say that 
money has been "appropriated" to a particular purpose, they mean that it 
has been actually applied to that purpose. As the House of Commons can 
obviously desire nothing further than that the public money should be 
applied in accordance with the directions of Parliament, I have, throughout 
these letters, used the term " appropriation" in the sense of the Committee ; 
and when I say that the Exchequer can exercise no control whatever over 
the specific " appropriation" of the public grants, I mean that the Exche- 
quer system of special credits in no way tends to secure the application o£ 
those grants in accordance with the specific directions of FarUament. 
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exercise no greater influence upon the appropriation of 
public money than the ordinary Exchequer warrants. . It 
must be obvious that, exactly in the same manner as it ia 
possible for the Government to apply the money which is 
issued for one voted service to another voted service, it 
would be possible for the Government to apply the money 
which is issued for any voted service, to a service for 
wliich no vote whatever had been taken. If the unautho- 
rized expenditure should not be greater in amouAt than 
might be supplied,, without crippling the service, from 
the aggregate amount of all the Parliamentary grants, the 
Comptroller would not even have any official knowledge of 
the misappropriation, much less a power of checking or 
exposing it. If, however, the unauthorized expenditure 
should be so large as to reduce vthe total amount of the 
grants to the Crown below the absolute necessities of the 
service, the Comptroller, by refusing to issue more than the 
aggregate amount of the grants, would, no doubt, compel 
the Government to ask Parliament for an additional 
supply ; but this power of the Comptroller, you will see, 
resolves itself into the power of preventing the Govern- 
ment obtaining from the Consolidated Fimd more than the 
aggregate amount of money charged on that fund by Act 
of Parliament. I have already stated that some provision 
must be made in any new scheme of financial control for 
maintaining this check over the Executive, — the only check 
(so far as I know) that the Exchequer, as at present con- 
stituted, is able to exercise. But to resume. 

In my last letter I showed that the duty at present im- 
posed on the Exchequer of issuing money with special 
directions as to the services to which the issues should be 
severally applied, in no way tends to secure the appli- 
cation of the money in accordance with those directions.. 
My object is now to inquire whether this is owing to any 
defect inherent in the Exchequer system of special issues,. 

B 
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or to defects in the laws which at present regulate the 
Exchequer ; in other words, whether any alteration of the 
law (within the bounds of common sense) could make 
the principles upon which money is now issued from the 
Exchequer subserve the object of securing an efficient 
control over the detailed appropriation of such money ; 
and with this view, let us consider what would be the 
eflfect of those alterations in the existmg law which have 
been suggested in the interest of the Exchequer system. 

First, it has been suggested that the money which has 
been granted for any service should in every case be trans- 
ferred, as it is wanted, from the Exchequer to a pay- 
master specially appointed for that service. In an article 
of " The Saturday Review," dated September 26, 18^7, 
this suggestion, though not supported by the writer, is very 
neatly put. 

" It is obvious,** says the reviewer, "that if the issues of 
" public money to provide for the different services as 
" classified by the votes of Parliament were made by the 
" Comptroller to different paymasters, one for each sepa- 
" rate Parliamentary vote, it would be impossible that 
** money voted for one purpose could be applied to another, 
" except by means of a breach of duty in the Exchequer 
" department.** 

1 think I could show that the impossibility here presumed 
is no impossibility at all ; but it may, for the sake of argu- 
ment, be taken for granted. 

You are aware that the practice actually in force is the 
very reverse of the system above described. With very 
few and trifling exceptions, the payments of the various 
public departments at home are made by means of orders 
on the Paymaster-General, who acts as the banker of almost 
all the Government departments, and keeps the account of 
every grant against which the several departments are 
respectively entitled to draw. The general rule of the 
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service, is that no department is to be furnished by the 
Paymaster with more cash than is required to meet petty 
office contingencies ; and that all the other office charges 
are to be paid by means of documents equivalent to 
cheques or orders on the Paymaster-General, — every 
such order specifying on the face of it the special charge 
which it is designed to meet. 

Now, then, is it desirable to substitute for this plan the 
plan of multiplying indefinitely the number of paymasters, 
giving to each of them the power of operating separately 
upon the money which is granted for each separate service? 
You will not fail to remark that the present practice of 
the Grovemment is, at all events, in strict accordance witli 
the practice of every prudent man. A prudent man, 
instead of keeping the whole of his income in his des^, 
will retain by him only the cash which he may require for 
petty disbursements, and will make all his other payments 
by cheques on his banker. But fortunately we have better 
guides ^ to follow than such a simple analogy as this : we 
• have the means of forming on this question an opinion 
based upon the most ample experience. 

Until very recent times,*' says Mr, Anderson,* " the 
public payments were conducted in a great number of 
offices. There was the Paymaster for the Forces, for 
the Army and for the extraordinaries of the Army ; the 
*< Treasurer of Chelsea Hospital, the Agent for the Out- 
" Pensioners, the Treasurer of the Navy, the Treasurer of 
** the Ordnance, a Vice-Treasurer in Ireland, a Deputy 
" Treasurer of the Ordnance in Ireland, two Paymasters of 
Exchequer Bills, and subsequently a Paymaster of Civil 
Services. Besides this, there were money accountants in 
all the departments : the chief clerk in each department 
** was made an accountant, and drew the amount of the 

» 

* Evidence before the Committee on Public Monies, Question 1199. 
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" salaries and contingent expenses of his department in 
** gross, and applied it/* 

Well now, what was the effect of such a multiplication 
of paymasters ? Listen to what follows ; and though what 
I have to say is only an abstract of the admirable evidence 
given on this subject by Mr. Anderson, — ^no lover, it is true, 
of the Exchequer system, — I beg you to ask yourself as you 
go on, whether any other results than those described by 
him could be expected to follow from the old plan of con- 
ducting the public payments ? I shall use his own words 
as far as I can. 

** There was then very little control compared with 
" what we have now. The more you subdivide your 
" accounts, the larger is the amount of unemployed 
" monies in the hands of paymasters. There was thus 
" a large sum out of the Exchequer, which might, under a 
" better system, have been in the Exchequer, and been 
" made available for reducing deificiency bills. There was 
** also increased risk, not only arising from the amount 
" of the balances, but from the scattered state of them. 
" There was, moreover, a great division of responsibility, 
« the various pay departments not being under the control 
*« of the Finance Department." [You are aware that the 
Pay OflBice is under the direct control and constant super- 
vision of the Treasury.] *< Each of these scattered pay- 
" masters was under a separate control, and therefore 

there was increased risk. The control of the Treasury 

over the application of the public money was necessarily 
" weali, and if we look back to the accounts we find 
<< increased firauds arismg from that circumstance," {I 
may here observe, that if an accountant can obtain no 
public money but what in the ordinary course of business 
is required for the petty disbursements of his office, he 
cannot by possibility misappropriate fraudulently more 
than the most trifling sums.] " There was a great want 
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•* of uniformity in the mode of conducting puWic payments, 
•* so that the public who came in contact with the different 
•* pay offices had to learn the routine of each, — ^besides the 
«« inconvenience of having to go to the extremities of 
" London to collect their claims, — inconveniences which 
** affected bankers, agents, and others who had claims to 
" settle with the public. Since the consolidation of the 
" various pay offices into one, the control has become 
" more general and certain, increased security has been 
•* given to the public money, and the public balances econo* 
** mized. The monies were so scattered formerly that it 
«* is very difficult to say what the saving in the balances 
" has been, but it has been very large. I should say tJiat 
** any one of those large offices kept a mvjch larger balance 
" than the aggregate balance which is kept at the present 
** time by the paymaster fyr the whole of the public service* 
** Great additional facilities are also afforded to the public 
** for conducting their business, inasmuch as bankers and 
** others having claims against the Government can now 
**• settle them all in one office. 

" There are, moreover, other advantages. A great office 
«*' can throw off a good deal of additional business without 
" requiring an addition to its establishment. I should say 
*♦ that since the establishment of the Pay Office in 1836, 
** the public has saved nearly half a million in salaries 
" alone in the aggregate, and it is probably going on still 
*^ at the rate of 40,000/. per annum. There has also been 
«* a great saving in the contingent expenses of so many 
<* separate pay offices. As an instance of the saving 
" referred to, it may . be stated that when the Exchequer 
" Bill Pay Office was a distinct office, it employed two 
*< paymasters, and altogether, I believe, nine persons. That 
«* was for about a fortnight's heavy work during the year. 
<^ By annexing that business to a large office, that could 
« for a fortnight spare a few hands and postpone other 
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" business, we were able to reduce the whole of that^ 
" establishment ; and when the business was transferred to. 
" the Pay OflBice in 1848, I could not find fair average^ 
*« employment for one clerk. The same thing occurred as: 
*« to the Paymaster of Civil Services. There were, L 
" believe, thirteen persons there, several highly paid, and: 
" when that business was transferred to the Pay Oflice, a. 
" third of that number enabled me to carry it on satis*-. 
*^ factorily. 

. " There is another circumstance also which should be* 
" mentioned. When the pay oflSces were separate, every. 
" transfer between those offices was necessarily made in.; 
" money, and that shows how much larger the balances in. 
*< each department must have been ; during the last war, 
" I believe, the transfer, between the services have 
*« amounted to something like 15,000,000/. Now if this 
had all to be made through the public accounts at the 
Bank from the cash of each department, a much larger 
sum would have been necessary than is required under 
the present system. At present the Pay Office is a 
" clearing-house for all the departments whose monies are 
" deposited there ; it has all the same eflfects in saving a 
" transfer of cash. The transfer is effected now in the 
" books of the Paymaster-General, the common banker 
" of all the departments, by a simple transfer from one 
" account to another.'* 

Are you satisfied ? Happily the idea of securing the due 
appropriation of public money, by multiplying pay offices 
and pay clerks, finds but little favour with any party. 
Notwithstanding the expressed opinion of Lord Monteagle 
— that the principle of appropriation is rendered less 
secure by the consolidation of the various pay offices, he 
shrinks firom recommending a return to the old practice, 
^er being led by Mr. Wilson, in answer to Question 3089, 
to admit that even, under the old system of separate pay- 
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masters, the Comptroller of the Exchequer was not always 
able to prevent the misapplication of his issues, he is 
asked: — 

Question 3090. " Then, in that case, a return to the 
old system of separate paymasters wquld not meet the 
objection which you have to the present practice of the 
Pay Office ? " 

Lord Monteagle : '^ I must guard against the supposition 
that I should even recommend a recurrence to the 
separate paymaster system. I have not done bo i on the 
contrary J 1 thought the consolidation a good thing y and 1 
continue to think so: but it must be done with great 
earnestness and good &ith on the part of both parties ; 
the Treasiuy must co-operate with the Exchequer, and 
the Exchequer with the Treasury, for the purpose of 
carrying the law into eflfect and preventing the occurrence 
of any misappropriation of public monies." 
The multiplication of paymasters then, as a means of 
giving eflfect to the Exchequer system of control, being 
thus condemned on all sides, you will, I cannot doubt, be 
prepared to adopt the first sentence of the Report of the 
Committee on Public Monies, viz. this : " Your Committee 
<^ are satisfied, firom the evidence taken before them, that 
** the consolidation of the pay departments has been 
" attended with public benefit." 

I should like to go on now to the termination of what I 
have to say on the Exchequer system, but as we are on the 
verge of a very intricate discussion, I think that I had 
better reserve my fire for a special letter. 

Very truly yours, &c. 
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My dear Sir, November 10, 1857. 

Before proceeding to discuss the only remaining 
suggestion that has been made for enabling the Exchequer 
system to maintain an efficient control over the appropri- 
ation of public money, it is desirable that you should clearly 
comprehend wherein that system and the existing practice 
of the Pay Office are opposed to each other. 

You will recollect that no issue of money is ftiade froui 
the Exchequer to the Pay Office without being accom- 
panied by specific directions under the warrant of the 
Comptroller as to the manner in which the issue is to be 
applied. Practically, however, the paymaster does not, as 
a rule, follow these directions. The issues received from 
the Exchequer are carried by him to a general balance, 
from which all authorized payments on account of the 
public service are made. The course of proceeding, when 
separated from unimportant official details, is substantially 
as follows : — 

The Paymaster every day forms the best estimate he 
can of the services expected to come in course of payment 
t)n the morrow. He cannot tell with more certainty than 
n private banker what cheques will actually be presented 
for payment ; but he makes the best estimate he" can of 
the sums which the different services may require, and 
applies for money accordingly. The money when received 
is carried to his general balance. Perhaps some of the 
payments for which provision was made will not be 
demanded. Perhaps, on the other hand, some bill from 
abroad, payable at sight, may be unexpectedly presented 
for payment. In this latter case, instead of discrediting 
the Government by telling the holder of the bill to call 
again, he pays the bill out of any money in his hands. In 
the same way, he would pay the cheques or orders of any 
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public department, provided the credit of that department 
was not exhausted. Thus, suppose that an imexpected 
claim is made upon him for 1,000/., on account of the Poor 
Law Board, he would pay out of any money in his hands 
the claim of the Poor Law Board if it had a credit to that 
extent in the Exchequer ; and he would make no further 
immediate demand on the Exchequer, unless he saw reason 
to believe that the funds in his hands would be insufficient 
to meet all the requirements of the day. The accounts 
would be subsequently adjusted by drawing from the Ex- 
chequer 1,000/. on account of the vote for the Poor Law 
Board, and this sum, instead of being applied to the pur- 
poses of that Board, would be used in paying off any other 
authorized claim, which, in its turn, would be adjusted in 
a similar manner. 

Such is the practice of the Pay Office ; a practice 
founded, be it observed, on the principles which regulate 
the ordinary business of a banker, who carries the money 
he may receive from A.yJB.^ C, and D. to a general balance, 
and pays thereout, not only the cheques of A.^S.j C, and jD., 
but the cheques of all other persons having legitimate 
demands upon him. The last question, then, that we shall 
have to consider in connexion with the claims of the Ex- 
chequer is this, — ^whether the contemplated scheme of 
financial control t^all be founcLed, as Lord Monteagle sug- 
gests, on the principle of maintaining the present system of 
special credits and enforcing by more stringent enact- 
ments compliance on the part of the Paymaster with the 
directions contained in the Exchequer warrants, or whe- 
ther the present practice of the Pay Office shall receive 
the sanction of law. 

The first thing that will occiur to you is, that if the Pay- 
master should be compelled to follow implicitly the direc- 
tions of the Exchequer, his paying account would soon 
become the depository of various imexpended balances 
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which might be lying idle in his hands for a considerable 
time. For example, let it be supposed that the Paymaster, 
anticipating a demand to-morrow for 50,000/. in respect of 
some great service, obtains the money from the Exchequer* 
If by any chance, the money should not be wanted for a 
week, or a fortnight, or more, it must, on Lord Monteagle's 
principle, remain imemployed in the hands of the Pay- 
master for the whole of that time. In the meanwhile 
the Paymaster may be constantly harrassed by the 
necessity of making nimierous applications in the course 
of each day to the Exchequer, for the means of meeting 
a variety of petty payments, which at the time he made 
his estimate of his daily wants, no himian foresight could 
have anticipated. — But as you might, perhaps, feel np. 
objection to increasing the labour of the Paymaster, If 
the extra trouble could be made to answer any useful 
public purpose, let me say that there are two serious 
objections, of great public importance, to this multipli- 
cation of unemployed balances in the hands of the Pay- 
ixiaster. First, it increases the risk of fraudulent mis^ 
application of the public money ; for, when the money has 
been once brought into the Pay OflSce, it can be drawn out 
bodily by the cheques of the pay officers ; but so long as it 
remains in the Exchequer it cannot be drawn out at all^ 
inasmuch as the power of the Exchequer officers is (as I 
have already explained) limited to the business of directing 
the Bank authorities to transfer money from the Exchequer 
account to some other account. Again, so long as the 
money is in the Exchequer it is available for reducing 
Deficiency Bills — a purpose which the money in the Pay 
Office cannot be made to serve.* Thus, Mr. Anderson 

* Deficiency Bills are Exchequer Bills, which must be issued to the full 
extent of the deficiency which may appear on making up the account of the 
income and charge of the Consolidated Fund to the close of the quarter. 
See Report of the Committee^ page 4. 
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observes, in a paper written by him in March 1854 :— 7" To 
keep every cash account of the votes in credit in the 
Paymaster's books, without reference to the balances of 
'< the votes remaining in the Exchequer, it would be neces- 
'< sary that the Paymaster should keep a permanent balance 
** in his hands of 600,000/. or 700,000/., but a much larger 
" sum would be required if he were compelled to keep 
" distinct credits for the votes of different years. Under 
the present system a tenth part of that siun is sufficient } 
the difference would therefore represent the siun upon 
which the public would have unnecessarily to pay in- 
terest" [on Deficiency Bills]. 
It has, therefore, been always considered desirable to 
keep the balances of the Paymaster as low as possible, and 
under the present system it will rarely happen that at the 
end of the day there is more than a nominal balance in his 
hands. 

It may, however, be said that the importance of main- 
taining the proper appropriation of public money is far 
greater than the importance of keeping the balances in the 
Pay Office as low as possible. And so it is. It becomes, 
therefore, necessary to carry the discussion one step further, 
although at the risk of complicating it with matter which 
will require your closest attention. — It is, then, affirmedi 
on the part of the Treasury, that the financial transactions 
of the Government at home and abroad are of such a kind 
as to render a strict compliance with the system of special 
credits absolutely impracticable. Is this so ? 

However inconvenient it might be for the Paymaster to 
comply with the directions contained in the Exchequer 
warrants, it is obvious that he might do so with reference 
to all final payments — ^payments, that is to say, in final dis^ 
charge of any public obligation, as, for instance, the pay- 
ment of an accoimt against a particular department> or the 
payment of salaries. In all these cases it would, no doubt» 



28 

be possible to make the payments out of money issued 
from the Exchequer on account of the votes specially appli* 
cable to each payment. But what special vote is to be 
charged with the amount of sums which the Paymaster is 
obliged to issue by way of advance to public accountants 
for the purpose of enabling them to carry on the public 
service at home and abroad ? It must be obvious that as 
these advances are required for paying the claims of a great 
variety of services, naval, military, and civil, and in propor- 
tions which cannot possibly be foreseen at the time of 
making the advances, they cannot be charged against any 
special grants until the accounts showing on what services 
the money has been actually spent have been rendered. 
In order to make this more fully apparent, you must 
indulge me in a little episode. 

Formerly the great services were supplied with money 
abroad in a very awkward manner. Let us suppose a ship 
in need of repairs entering the port of Mauritius thirty 
years ago. The repairs having been executed, the purser 
would have endeavoured to raise the necessary funds to 
pay for them by drawing on the authorities at home. When, 
however, he went into the market with his bill, he probably 
found himself confronted with an officer of the ordnance 
endeavouring to raise money on his bill for the purchase 
of ordnance stores, — with an officer of the commissariat 
endeavouring to raise money on his bill for the purchase of 
provisions for the army, — with a regimental paymaster on 
the outlook for money to pay the troops, — and with the 
colonial government on the outlook for money to pay 
the voted salaries of the colonial chaplains and the 
stipendiary magistrates. This unseemly competition be- 
tween different branches of the same service tended, of 
course, to raise the rate of exchange against the Govern- 
ment — a consequence which was the more certain to ensue 
because many of the competing officers would almost 
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necessarily be ignorant of the precise state of the money 
market in the colony at the time, and of the various local 
circumstances affecting exchange operations between the 
colony and London. To guard against these evils, the 
Government established a system under which it was pro- 
vided that the money required for tha naval, military, and 
civil services, at our numerous foreign stations, should be 
obtained, as far as possible, through the intervention of one 
resident public officer, whose duty, — under the regulations 
which governed his office, — was to make himself thoroughly 
master of all the circumstances affecting the exchanges 
between the station in question and London. The person 
selected for this duty was the chief commissariat officer at 
each station ; and thus the commissariat officers abroad 
became the bankers and paymasters of the Government. 

The effect which the above arrangement has had in sim- 
plifying our accounts, and in increasing the security of 
public money, is not less remarkable than the effect it has 
had in facilitating the raising of money for public purposes 
on advantageous terms. A simple illustration will serve to 
make this clear. A ship in need of repairs now enters the 
port of Mauritius. The work is executed under a contract ; 
and if it should be found that the bill for the work, when 
presented for payment, is in accordance with the contract, 
the proper naval officer obtains the necessary funds from 
the commissariat officer on the station, and at once dis- 
charges the claim of the contractor. The issue thus made 
by the commissary is recorded in his cash account, which 
is transmitted at the end of the month to the Audit Office^ 
together with the documents relating to the issue. The 
Commissioners of Audit, seeing that these documents esta* 
blish the £3tct of a payment having been made by the com- 
missary on account of the Navy, transmit them to the 
Admiralty^ and claim from the Admiralty tiie repa}n[nent of 
the amount. The claim having been admittedt the Payw 
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master-General is directed by the Admiralty to transfer the 
amomit in question from the credit of the naval vote to the 
credit of an account (which, in accordance with your wish, 
I shall have soon to explain) called the Treasury Chest 
accoimt ; and thus, without any unnecessary transfer of 
money backwards and forwards, the naval vote is, by the 
simplest possible process, charged with its own burden. 

After this episode you will be better able to understand 
vwhat follows. — Considering the enormous liabilities for 
which the commissariat oflScers abroad have to provide 
under the existing system, it is of course necessary that 
they should be constantly and adequately supplied with 
funds. These supplies can only be obtained by one of two 
modes. The commissary must either draw bills upon the 
Treasury for his wants, or the Treasury must supply the 
Chests abroad by the direct remittance of specie from 
home; and of these two modes, the one which in any 
given case should be selected must, of course, depend upon 
the state of the exchanges at the time and other circum- 
stances. Let us suppose that it becomes necessary to 
transmit 100,000/. in specie to the commissariat officer 
at the Cape. From what vote shall the money be issued ? 
It is clear that a sum which is intended to be applied to a 
multiplicity of different services cannot be charged to the 
vote for any one service. How, then, is the Paymaster to 
advance this 100,000/., out of Exchequer issues if he is 
not allowed to pay any money except in respect of the 
specific service for which the money was issued from the 
Exchequer ? You will, I think, admit that this question is 
a staggerer. Again ; if the commissary at the Cape, 
instead of being supplied with money from home, supplies 
himself by drawing bills on the Treasury, what is the 
Paymaster to do when these bills, after being accepted, 
are presented to . him for payment ? It will scarcely be 
urgued that he should dishonour the bills ; but if not, 
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how shall the Treasury requisition to the Exchequer for the 
means of paying these bills be worded ? Against what vote 
shall the issue be made? It is obvious that until the 
accounts of the commissary have been received and 
examined, it will be impossible to guess upon what ser- 
vices, and in what proportions relatively to each service, 
the proceeds of the bill will be applied. Here again it 
would seem that we are inevitably led to the conclusion 
that the way of checking the appropriation of public money 
is not by attaching to the Exchequer issues specific direc- 
tions as to how each issue ought to be spent, but by a 
careful classification of the accounts which show how the 
money has actually been spent. 

But not so fast. I have called the question which I have 
just put to you a staggerer ; but Lord Monteagle has ail 
answer to it. He says that whenever it is necessary to 
make advances to a public accountant abroad, in order to 
enable him to meet contingent expenses, the money should 
not be drawn from the Exchequer at all, but should be 
obtained from the Treasury Chest fund.* This leads me 
to speak now of the nature and constitution of the Treasury 
Chest fund. 

Until the year 1832 it was the practice to take an 
annual vote for the " Extraordinary Expenses of the Army,'* 
and to carry forwards from year to year to the credit of 
" Army Extraordinaries ** whatever balance might remain 
unexpended in respect of the votes of previous years. 
Under this practice a considerable balance to the credit of 
" Army Extraordinaries" was in the course of time accu- 
mulated in the hands of the Government. No such accu- 
mulation could take place now in respect of any Army vote, 
because if any part of the vote annually taken for Army 
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services should remain unexpended at the end of the 
financial year, that balance (as I shall have occasion ta 
explain more particularly in a subsequent letter) must be 
returned to the Exchequer, where it will form part of the 
ways and means for carrying on the service of the following 
year. The fund, then, of the present Treasury Chest consists 
chiefly of the ascertained balance upon these old votes for 
" Army Extraordinaries," and amounts to about 1,350,000/.^ 
This sum is now the capital of the Treasury Chest, and i» 
used for no other purpose than that of facilitating the 
financial transactions of the Government, The amoimt of 
the fund itself never varies : it can neither increase nor 
diminish. It neither receives nor pays anything as a final 
transaction ; but whatever it receives (except in repay-. 
ment of a debt), it receives as a loan which it is bound to 
repay ; and whatever it pays (except in discharge of a 
debt), it pays as an advance which it will have to recover^ 
Thus, if a sum of money is paid out of the Chest at the 
Cape on account of the Army, the matter is adjusted, 
shortly after the arrival of the commissary's account in 
England, by transferring the amount of the advance in the 
books of the Paymaster from the credit of the Army vote 
to the credit of the Treasury chest. If, on the other hand, 
a sum of money is paid into the Chest at the Cape, as, for 
instance, the proceeds of the sale of old ordnance or naval 
stores, — the matter is adjusted by the Paymaster-General 
transferring the amount in question from the credit of the 
Treasury Chest at home to the credit of the department " 
on account of which the payment was made. You will 
therefore now have no difficulty in understanding how it 
is that the Treasury Chest fimd, though always available 
for helping the Government at a pinch, can never stand in 
need of being replenished by a vote of Parliament. 

Such, then, being the nature of the Treasury Chest 
Fimd, Lord Monteagle maintains that the money required 



33 

for feeding the various chests abroad should, in the first 
instance, be taken from the Treasury Chest fund, and 
that no money should be drawn from the Exchequer imtil 
after it has been ascertained in what proportions the 
advances have been distributed amongst the various voted 
services. 

With reference to this suggestion, it is curious to 
observe that although many of the strongest arguments of 
Lord Monteagle in favour of his views, rest upon the 
venerable antiquity of the Exchequer system, he can 
suggest no more efficient means of carrying that system 
into effect than by trusting to the resources of a fund of 
an exceptional character, and of very recent origin. The 
material question now, however, is Whether this fund, 
imaided by the Parliamentary votes, is sufficient to enable 
the Paymaster to keep all the Treasury officers abroad 
adequately supplied with funds, either by direct remit- 
tances of specie, or by paying the bills which they may 
draw upon him ? There is no difficulty in answering this 
question in the negative, because the practice of the Pay- 
master has been to exhaust the Treasury Chest before 
applying to the Exchequer for the means of making the 
advances in question ; and yet the necessity for making 
such applications is constantly recurring. That such must 
necessarily be the case will be obvious when the extent 
of the Government transactions abroad is considered. 
During the last war, not only was it necessary for the 
Government to provide money, as usual, for the various 
chests in China, in Australia, in New Zealand, in Mauritius, 
at the Cape, in the Mediterranean, on the coast of Africa, 
in the West Indies, in Canada, and at other stations, but 
it was also necessary to provide for a constant expenditure 
at Constantinople of the most enormous magnitude. To 
suppose that any vigilance displayed by the Government 
in urging forwards the prompt adjustment of accounts 
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between the Treasury Chest and the various great depart- 
ments, could have enabled the Treasury Chest, unaided by 
the Parliamentary votes, to have provided the necessary 
funds for such a stupendous expenditure, out of a capital^ 
of 1,350,000/., is, I venture to say, a pure chimera. But 
this is not all : let it be supposed for the sake of argument,' 
that the Treasury Chest fund could be implicitly relied 
upon for supplying, imder all circumstances, whatever 
advances might be required for carrying on the ^service 
abroad, and that these advances were accordingly never 
drawn from any other source. What, imder such circum- 
stances, would become of the principle of Exchequer 
appropriation? The great end and object of that principle, 
as explained over and over again by Lord Monteagle, is to 
prevent the Government obtaining for any service, any 
public money which is not issued from the Exchequer 
with a distinct appropriation to that service. But imder 
the proposed plan of conducting the business of the 
Government abroad by means of the Treasury Chest 
fund alone, the Government would be constantly engaged 
in making payments all over the world out of money 
which would never have passed through the Exchequer at 
all, and could never be recovered from the Exchequer 
until long after the service for which the money would 
ultimately be drawn, had been performed and paid for. 
That Lord Monteagle, with a view of giving eflfect to the 
Exchequer sytem of special credits, should advocate the 
payment of voted services out of money that has never 
even passed through the Exchequer at all, is, as it seems 
to me, decisive of the whole controversy between the 
Exchequer and the Treasmy. What can be said in 
support of a system which cannot be carried into eflfect 
but by means of the very practices which it is expressly 
designed to prevent, — a system, which in the opinion of its 
ablest advocate, can only be maintained by the habitual- 
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violation of the principles which are essential to its 

existence ? 

I might here drop the subject of the Exchequer, but I 
must give you one more instance of a very wholesome 
administrative practice, which is absolutely irreconcilable 
with the Exchequer system. The various great depart- 
ments are in the habit, most advantageously for the 
public, of rendering all sorts of services to each other. 
Thus, f, ship in want of provisions at some foreign station 
applies to the Commissariat for them, and obtains the re- 
quired supply. This supply of provisions, of which the 
money value is of course ascertained, is obviously an ad- 
vance of money from the Commissariat vote to the vote 
for Naval services. Again, the Ordnance having some 
work on hand which can be executed with more expedition 
and economy in one of the Navy dockyards than in one of 
the Ordnance establishments, requests the Admiralty to 
undertake the work. The Admiralty consent, find the 
materials, and pay the dockyard labourers who may be 
employed upon the work their weekly wages. Here there 
is an advance from the Navy vote to the vote for Ordnance 
services. — These reciprocal services between departments 
represent a very considerable sum annually, and are ad- 
justed in the simplest manner. If the services thus ren- 
dered between two departments should balance each other, 
the transaction may obviously be settled without any Ex- 
chequer credit at all. If not, the balance due to one 
service is settled by simply transferring to its credit^ ^the 
amount in question from the credit of the vote for the 
other service. But how can these transactions be squared 
with the Exchequer system, which, if strictly carried inta 
eflfect, would render the transfer of money from one service 
to another absolutely impossible ? 

I have now, then, done with the Exchequer, — ^not, how- 
ever, I think, without showing the utter impracticability of 

c 2 
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adapting the Exchequer system of special credits to the 
requirements of such a service as ours, — the consequent 
hopelessness of attaining to an efficient control over the 
specific appropriation of the Parliamentary grants by 
means of that system, and the justice of the conclusion 
adopted by the Committee on this subject, viz., " that the 
** regulation vi^hich requires the Paymaster to make all his 
** payments from a single cash balance has been attended 
" with beneficial results."* 

It would not be right to dismiss the Exchequer question 
altogether without saying one word respecting the alleged 
illegality of the present practice of the Pay Office. That 
this practice is opposed to the terms of the Exchequer Act 
of 1834, no lawyer can for a moment doubt ; nor should I 
think it right to qualify in any way the opinion which I, in 

* The following paragraph in a letter which I have just received from 
a friend will interest you : — " I cannot believe that men of business will 
" fail to discover the true theory of the Exchequer. The Exchequer, as 
" it seems to me, should be considered as a sort of reserve bank to the 
" Pay OflSce, holding all the balances of the votes which may not be 
" required for immediate use, whilst the Pay Office would hold the re- 
" mainder as a working cash balance. On this plan the balances in the Pay 
" Office and Exchequer would, in fact, constitute one balance, which the 
" Government would hold, subject to the condition of paying thereout no 
" more in respect of any service than Parliament had authorized ; and this 
" view of the matter is strictly in accordance with the principles on which 
" some excellent reforms have of late years been made in the Exchequer 
" itself. Whatever cash is now paid into the Bank on account of the 
" Exchequer, forms, as you are aware, one common fund, from which all 
" issues are made. This simple and effectual arrangement was completed 
" in 1834, after many jesii^s of hesitation and delay. It was a great 
" improvement upon the old plan of keeping several balances in the 
" Exchequer, in respect of several heads of revenue. But why did they 
" stop there? What can be urged in favour of the consolidation of 
balances in the Exchequer which will not apply with far greater force 
to the consolidation of those in the Pay Office, where the accounts are 
" much more numerous than they ever were in the Exchequer ? If the 
" supply of cash from the Exchequer to the Paymaster General, for meet- 
" ing the demands of the public service, were made to one general account^ 
" but subject in the application of it to the specific appropriations required 
^^ by law, all our difficulties would disappear." 
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common with Lord Monteagle, entertain as to the danger 
of allowing administrative expediency to be placed above 
the law, if the nature of the illegality which has in this case 
been committed had not, in my opinion, been greatly mis- 
represented. It might, indeed, be supposed, from certain 
observations by Lord Monteagle,* that the Treasury regu- 
lations, under which the public payments have been for 
years conducted, are directly opposed to certain essential 
principles of the British Constitution ; in other words, that 
the express directions of Parliament, as contained in the 
annual Appropriation Act, have been habitually disregarded 
by the Treasury, and that the constitutional privileges of 
the House of Commons with respect to the apportionment 
of the supplies have been entirely set aside. Nothing, 
however, can be more unjust than such an imputation on 
the Treasury. There is not a tittle of evidence to show 
that the public payments have been made otherwise 
than in strict accordance with the Appropriation Act, or 
that the Treasury have ever sanctioned any expenditure 
in excess of any Parliamentary grant. The fault of the 
Treasury has been, not that they have neglected the 
expressed intentions of Parliament as to the amount 
allowed to each service, but that they have given eflfect 
to those intentions in their own way, rather than in 
the way pointed out by the Exchequer Act. It is not 
the end which Parliament had in view that the Treasury 
have neglected, but the means appointed by Parliament 
for carrying that end into eflfect. '^ The Government, in 
fact, have been told by Parliament to do a certain work 
with a certain machine ; the Treasury have done the work, 
but, instead of the Parliamentary machine, they have used 
a machine of their own. Still, however, the Treasury are 



♦ See Observations in Appendix 3. to the Second Report of Com* 
mittee on Public Monies, pages 68, 69, &c. 
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justly liable to criticism. They cannot, indeed, be blamed 
for not executing the Exchequer law, for, as I have already 
ahown, obedience was absolutely impossible; but, consi- 
dering the facility with which the Treasury can command 
all the avenues of approach to both Houses of Parliament, 
it is iQuch to be regretted that so many years should have 
been suffered to elapse without any serious attempt being 
made, on the part of any Government, to legalize the 
existing practice of the Pay Office. I trust that the feeling 
with which Parliament always view any disregard of their 
authority will not indispose the House to consider impar- 
tially the points at issue between the Treasury and the 
Exchequer ; but I am not without my fears. The wrong 
that has been done is more apparent to superficial obser- 
vers than the benefit which has been conferred. It requires 
neither knowledge nor penetration to see that the practice 
of the Pay Office is opposed to the distinct provisions of an 
Act of Parliament ; but it does require both knowledge and 
penetration to perceive that the principles upon which that 
practice is founded are eminently conducive to the sim- 
plicity of our accounts, to the diminution of the cost of 
public establishments, to the prompt despatch of business, 
to the maintenance of the national credit, and to the in- 
creased security of the public money. 

In my next letter I shall endeavour to lead you to what 
I conceive to be the only sources from which we can hope 
to derive the required security — ^tha^t the conditions on 
which Parliament grant jnoney to the Crown will be strictly 
and literally observed. 

Believe me to be, &c. 
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My dear Sm, November 12, 1857. 

I HAVE now concluded what I have to say on the 
subject of the Exchequer. My present object is to inquire 
where we are to look for that control over the appropria- 
tion of the public grants, which the Exchequer system of 
special credits never has, and never can supply. 

Let me introduce what I have to say on this subject with 
a story founded on certain facts which came under my no- 
tice the other day, inasmuch as they may, perhaps, suggest 
to you, as they did to me, the principles on which it would 
be desirable to establish the relative position of the Crown 
and the House of Commons, as the grantee and the grantor 
respectively of the public supplies. 

A friend of mine, the owner of a great number of houses 
at Brighton, found himself lately imder an obligation to 
repaint and decorate seven houses, situated in diflferent 
parts of the town. His house property in Brighton is so 
large, and his own experience of the management of such 
property so extensive, that, instead of making special con^ 
tracts for jobs of this sort, he has hitherto found it more 
profitable to execute them himself through the interven- 
tion of an agent, — a man of great practical experience in 
such matters, — who is paid for his services a fixed salary. 
In the particular case referred to, the course which my 
,fnend pursued, and which in no respect differed from his 
usual practice in such cases, was as follows : — He required 
his agent to furnish him with a well considered estimate of 
the cost of the necessary work for each of the seven houses 
separately. From this estimate it appeared that the sum 
required for one house was 80/., for another 100/., for ano- 
ther 1 15/., and so forth, making an aggregate total of 740/» 
Having considered and approved this estimate, he thus 
.wrote to his agent ;— : . . 
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** Though I think your estimates in one or two instances 
" somewhat high, I approve them on the whole, I have 
" therefore, instructed my banker at Brighton to give you 
** a credit for 740/. ; but you must distinctly understand 
« that though I cannot allow you to spend more on any 
<^ house than the amount of your estimate for it, I expect 
*^ that in some cases you will be able to execute the work 
** for less. You will of coiu'se keep an accurate account 
" as usual of the expenditure in respect of each house, 
" and transmit the account to me, as soon as the work is 
" completed, with all the necessary receipts, contracts, 
•^ &c., &c/' 

My friend then wrote to his Brighton banker ; but in- 
stead of instructing him to give the agent a distinct credit 
for each separate house, he merely said : — 

" Will you be so good as to honor any cheques that may 

" be drawn upon • you by my agent, Mr. M ^ to the 

« amount of 740/." 

The agent then set to work. He opened a distinct ac- 
count in his books for each house. He drew cheques on 
the banker for whatever money he might require to meet 
the current expenses from day to day in respect of all the 
houses indiflferently ; and he kept himself right as to the 
specific appropriation of the money entrusted to him, by 
debiting himself in the account of each house with the full 
amount of the credit assigned to it by my friend, and cre- 
diting himself with all the payments made in respect of it. 
When the work was completed, he transmitted an account 
properly vouched to my friend, showing precisely what had 
actually been spent on account of each house. The total 
expenditure amounted to 728/. In one case the estimate 
had been slightly exceeded j and my friend informed me 
that if he had not been satisfied that the excess was justi- 
fiable, he^ would certainly have made his agent liable to 
him for it. The whole transaction was completed by the 
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agent repaying the balance, amounting to 12/. to the credit 
of my friend's account with his Brighton banker. 

Such is the record of a plain business transaction which 
must, I think, recommend itself to every man of business 
as eminently simple, efficient, and secure. 

Now then, let us apply this case to the solution of the 
problem before us. — The House of Commons, after maturely 
considering the estimates which are annually submitted to it 
by the Government for every branch of the service, grant 
such supplies to the Crown as they may think sufficient; 
and the Acts of Parliament which subsequently confirm 
these grants, specify not only what is their aggregate 
amount, but what is the specific amount assigned to each 
separate service. The Crown accepts these grants on trust 
to expend no more on any branch of the service than 
the sum specially allotted to it. So far then the position 
of Parliament with reference to the Crown exactly cor- 
responds to the position of my friend with reference to his 
agent. How shall we maintain the parallel ? It is obvious 
that the agent in my story cannot possibly obtain more of 
my friend's money than 740/. ; and means should no doubt 
be adopted (as I have already intimated) to prevent the 
Government obtaining more than the total amount of the 
Parliamentary grants. But this precaution having been 
taken, and the Government having been duly warned that 
a strict account will be exacted as to the ultimate appro- 
priation of every shilling, the parallel may be continued by 
leaving the Government free to use the credit given to it 
in any way which may seem to them most likely to favour 
the efficient and economical despatch of the public business. 
To complete the parallel, the Government would be re- 
quired to open an account with each voted service on the 
plan of making it debtor for the full amount of its vote, 
and creditor for all payments made in respect of it. A 
similar account should also be kept in respect of every 
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service permanently charged on the Consolidated Fund ; 
and a general account, showing the balance for or against 
every distinct Parliamentary grant should, as soon as pos- 
^ible after the termination of each year, be laid before the 
House of Commons. Measures, of course, would have to 
be taken for ensuring the perfect accuracy of the account ; 
but assuming its accuracy for the present, it is obvious that 
such an account would enable Parliament to see at a glance 
the result of all the financial transactions of the year, the 
several deficiencies which they would be required to make 
good by supplementary votes, and the several siuns which 
they would be entitled to count upon as future ways and 
means. If any vote should have been overdrawn, the 
Government would immediately be put upon its defence. 
If it should be found that the expenditure in respect of 
any other service had fallen much below the vote, the 
House would take care, when the estimates for that service 
were again brought under discussion, to adapt the vote to 
the expenditure. The account, in short, being based not 
on credits but on payments, not on statements of what the 
Government was entitled to spend, but upon evidence of 
what had been actually spent, would be a record of facts 
which everybody would be able to understand, and no one 
would be able to mystify. 

: I should say here, that in order to make the account 
above described perfectly satisfactory, it would be neces- 
eary to make some alteration in the existing mode of 
taking the votes for Civil Services. These votes are now so 
taken that the money, when once voted, becomes available 
for the use of the service concerned at any time, even long 
srfter the expiration of the year to which the vote more 
especially refers. The unexpended balance in respect of 
the vote of one year is, therefore, used for the service of 
the following year ;; and it thus becomes di£Gicult to ascer* 
tain the precise relation between the vote and the expen^ 
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diture of each year. It is therefore proposed by the Com** 
mittee, that the present practice shall be abandoned, and 
that every distinct Civil Service vote should be taken like 
those for Army and Navy expenditure, — ^not in general 
terms " for the service," — but specifically for "the payments 
to be made in the course of the financial year,** on account 
of the service. Should this change be effected, it will be 
possible to close the account of each vote at the end of the 
financial year. K it should then be found that the expen- 
diture in any case had exceeded the amount voted. Parlia- 
ment would have to be asked to make good the deficiency ; 
and if, on the other hand, there should in any case be an 
unexpended balance in favour of the public, this balance, 
instead of being allowed to remain (as at present) to the 
credit of the service, would be paid back again to the Con- 
solidated Fund. The reason why the votes for the Civil 
Services have not hitherto been taken for the payments to 
be made in the course of the financial year is, that the 
financial year terminates on the 31st of March, and the 
Miscellaneous Services are (as you know) very rarely voted 
until much later in the session. It was therefore appre- 
hended that if the credit given to the Civil Services was 
not allowed to extend beyond the financial year, the Civil 
Departments would often be left during the months of 
April and May without any money at all. The Commitee 
propose to overcome this inconvenience by taking one 
aggregate vote on account, early in the session, for all those 
Civil Services which were sanctioned in the previous session, 
deducting the sums so voted on account^ firom the amoimts 
which would have to be subsequently voted in order to 
complete the supplies of the year. To this proposal I have 
no serious objection; but I should prefer postponing the 
commencement of the financial year to the 1st of July, 
This, would render it mmecessary to take any vote what- 
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€ver on account, — always an objectionable practice ; — and 
considering that a few years ago, the 1 st of April was adopted 
as the commencement of the financial year, I should appre- 
hend that the suggested change might be effected without 
any great difficulty or inconvenience. ' 

You will now then be prepared to understand the prin- 
ciples upon which the Committee on Public Monies propose 
to establish the new scheme of financial control. They 
propose to retain an effectual preventive check upon the 
Government obtaining more than the aggregate amount of 
the Parliamentary grants ; they propose to authorize the 
Paymaster to make all his payments from a single cash 
balance ; they propose that Parliament should be furnished 
with an annual account, showing the precise relation 
between each grant of the previous year, and the expend!- 
ture on accoimt of such grant ; and they propose that this ^ 
account shall be founded, not on credits, but on payments 
actually made in the course of the year. Alas ! that the 
Committee did not stop here. But when has a Parliamen- 
tary Committee been able to avoid sacrificing to the spirit 
of compromise, something of the symmetry, simplicity, and 
eflSiciency of a comprehensive scheme ? Perhaps even the 
members composing the majority of the Committee could 
not altogether emancipate themselves from the leaven of 
the old Exchequer system. Perhaps the venerable anti- 
quity of the institution excited in its favour a spirit of 
toleration akin to what we feel, notwithstanding its obstruc- 
tiveness, for Temple Bar. Be this as it may, certain it is 
that instead of recommending that the annual grants should, 
subject to the conditions above stated, be made over unre- 
servedly to the Crown, it is proposed to feed the Government 
with issues from the Exchequer upon a modified system of 
special credits ; so modified, however, as only to disfigure a 
good design, and to occasion some unnecessary delay, labour, 
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and expense.* It is unfortunate that the Committee should 
have failed to perceive that if the due appropriation of 
puhlic money should not he secured hy the proposed plan 
of account, no modification of the old system of special 
credits can cure the defect j hut it is, on the other hand^ 
most fortunate that the principles which the Committee 
are ready to sanction, however much they may he overlaid 
with unnecessary forms, must, if carried into effect hy 
the Legislature, produce an ahundant crop of wholesome 
fruit. 

As, however, we are hound to make the best of every- 
thing, it may be admitted that the recommendations of the 
Committee with regard to the Exchequer tend to the satis- 
factory settlement, for a time at all events, of a point which 
has given rise to much controversy. It has been repeatedly 
stated that it is essential to prevent the Government ob- 
taining the command of a larger aggregate sum than Par- 
liament has granted. To meet this necessity, it has been 
suggested by the Treasury that, if the Exchequer were 
abolished, the duty in question might be performed by the 
Commissioners of Audit.f To such an arrangement there 
are some well-founded objections,! the nature of which 



* The passage in the Report of the Committee to which reference is 
here made is as follows : — " As the issue of money from the Exchequer in 
'^ amounts sufficient to maintain a constant balance in the hands of the 

Paymaster on each separate grant or head of service, over and above the 

balances in the Exchequer at the credit of such grants and services, 
" would entirely defeat the objects of the Committee, your Committee 
'^ recommend that issues from the Exchequer shall be made in order to 
" adjust the payments under every head of service, by placing each in 
" credit in the books of the Paymaster as frequently as possible, con- 
" sistently with retaining the smallest cash balance, and that such 
^' an adjustment shall be completely made at least at the close of every 
" month." 

f See Appendix to the Beport of the Committee, No. 1, pages 36 and 
37. 

X See Mr. Romilly's letter to the Committee, Appendix to Beport, No. 2^ 
page 54. 
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will incidentally appear when we come to examine the 
functions with which it may be desirable to charge the 
Audit Office. It will not, however, be necessary now to 
enter into this controversy ; for, if the Exchequer is to be 
maintained, there can be no doubt that the control in 
question can be more efficiently exercised by the Ex- 
chequer than by any other department whatever. 

You will have observed that the value of the proposed 
scheme of control must depend almost entirely upon the 
efficiency of the means employed to ensure the yearly sub* 
mission to Parliament of a perfectly trustworthy account, 
exhibiting the payments actually made by the Government 
during the preceding year in respect of every distinct Par- 
liamentary grant. In order to ensure this result, two 
things are, in my opinion, essentially necessary : first, that 
the account in question should be prepared on the respon- 
sibility of the Executive Government ; and, secondly, that 
it should be thoroughly sifted and checked by an independent 
authority acting on behalf of Parliament. It should, I think, 
be prepared by the Executive, because it is right that the 
Government should have an opportunity of submitting to 
Parliament their own version of the manner in which the trust 
committed to them has been discharged ; because it is not 
desirable to weaken the direct responsibility of the Govern- 
ment, by giving them any plausible groimd for questioning 
the fairness of the account, — and because the pecuniary 
transactions of the financial year must be far better known 
to the Executive Departments than to any independent 
authority. On these grounds, I should say that the account 
relating to the appropriation of the Army votes would be 
best prepared, as at present, by the War OflSice, — that the 
account relating to the appropriation of Navy votes would 
be best prepared, as at present, in the Admiralty,— and 
(considering that the main constitutional function of the 
Treasury is to superintend, control, and direct the whole 
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of the general expenditure of the country), that the busi- 
ness of preparing the new account relating to the appro- 
priation of the Miscellaneous votes, should be entrusted to- 
the Treasury, 

But the security of Parliament will obviously be incom- 
plete, unless the accounts, however prepared, are carefully 
sifted and checked by independent Parliamentary officers, 
so constituted as to furnish the strongest possible guarantee 
that the duty entrusted to them by Parliament will be 
performed with promptitude, decision, and impartiality. 
This duty it is proposed to entrust to the Commissioner* 
of Audit, and I am thus naturally led to the consideration 
of the various questions^ referred to me in your letter of 
the 1st instant, as to the precise nature of the Audit 
check, — the functions which, in connection with an efficient 
scheme of financial control, should be assigned to the 
Audit Office, — and the best mode of adapting the constitu- 
tion of the Audit Department to the duties which it will be 
required to perform. 

One more letter will, I hope, suffice to enable me to 
complete what I have to say on this, the last branch of 
your mqmries. 

Believe me to be, &c. 



My dear Sir, November 15, 1857. 

You will not fail to observe, with reference to the 
scheme of account described in my last letter, that its value, 
as a means of ensuring the due appropriation of the Parlia- 
mentary grants, must depend entirely upon the efficiency 
of the Audit check. Unless this, the key-stone of the arch 
which supportsL the whole superstructure, is composed o^ 
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good materials, and fitted into its proper place by skilful 
hands, the whole fabric will before long come tumbling 
about our ears. Look to it, then, that when the subject 
of the Audit check is under discussion next^ year, you 
"do not suffer your eyes to sleep, nor your eyelids to 
slumber." 

And first, as to the composition of the Audit department. 
It must be a Board. ** I hate Boards," said Lord Thurlow ; 
" they have neither souls to curse, nor shins to kick.'* But 
the vigorous old Lord, when he uttered this phrase, like 
many other persons who have since repeated it, was think- 
ing of Boards entrusted with executive functions. It is 
indeed true that a great administrative department ought, 
if possible, to be placed under the direction of one chief. 
The life of executive business is unity of design, prompti- 
tude of decision, and vigour of action ; and as, moreover, 
the public stand in need of ample security against the pos- 
sible abuse of the large discretionary powers which must 
necessarily be given to a purely executive department, there 
are obvious reasons in favour of concentrating the respon- 
sibility for the due exercise of such powers, in one indi- 
vidual. The functions, however, which ought to be assigned 
to the Audit Office are not only not executive, but the tery 
reverse of executive functions. It should never be possible 
for the Government to throw upon the Audit Office the 
responsibility of arresting the action of the Executive in 
any particular. The Audit Office, therefore, should be 
not a preventive, but a detective office. It should act as a 
check, not by forbidding mal-practices, but by reducing the 
probability of speedy exposure to a certainty. It should, 
moreover, be entrusted with very limited discretionary 
power. Its duty should be simply to try the public accounts 
by established laws, and, — ^without reference to any consi- 
derations of expediency or policy, — to point out every case 
wherein those laws had been disregarded or broken. Its 
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functions should, in fact, be almost purely judicial ; and 
therefore, in constituting the Audit Department, the main 
object should be to create an independent tribunal for the 
impartial administration of the law. Under these circum- 
stances, the impersonality which is inseparable from the 
action of a Board affords the strongest possible reason for 
entrusting to a Board the administration of the Audit check. 
An individual may have strong political opinions ; a Board 
can have none. An individual may have strong personal 
predilections and antipathies ; he may be flattered, cajoled, 
or bullied ; he may desire to conciliate the favour of some 
great State ofl&cer, or to disarm the hostility of some power- 
fill enemy, or to obtain a comfortable place for his son, or 
some advantage for himself ; and, however honest or inde- 
pendent he may be, the fact that his decisions might 
plausibly be referred in certain cases to the influence of 
other motives than a single eye to justice, would paralyze 
the moral influence of his judicial authority. It is precisely 
because Boards **have neither souls to curse, nor shins to 
kick," that they are beyond the reach of personal influences, 
and are exempt from temptations which would almost cer- 
tainly beset an Auditor General. No one, I venture to 
affirm, can have had much experience of the action of 
Boards, without perceiving that the necessity of discussing 
all matters of importance openly, and of framing the deci- 
sion in accordance with the opinion of the majority, almost 
invariably neutralizes the influence of every individual bias 
of an irregular kind. 

The Audit Department then should be a Board ; but 
this is not all. The Commissioners should be, as they now 
are, perfectly independent of the Executive. They should 
therefore hold their offices, as at present, by the same 
tenure as the Judges, that is to say, by Patent, '' quamdiu 
se bene gesserint," and be removable only upon an address 
by both Houses of Parliament to the Crown. They should 

D 
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oil this account be selected with more than ordinary care 
and circumspection ; they should be men of high character, 
of proved experience in business, and of enlarged minds.;, 
for though their duty requires that they should meddle with 
no questions of policy, and ccMifine themselves to trying 
the public accounts by Acts of Parliament and the 
established rules of the service, it should be borne in mind * 
that the qualifications required for this duty are not those 
of an Old Bailey attorney, but those of an enlightened 
Judge. If ever the auditors should, even unconsciously, 
be led to consult the Audit Office code, not so much for 
the purpose of ascertaining the spirit and intentions of the 
Legislature, as for the purpose of extorting from the tech- 
nical phraseology of detached sentences in Acts of Parlia- 
ment the means of worrying Accountants, and plausible 
excuses for multiplying captious, teasing, and frivolous 
exceptions,— one of the most important objects of con- 
stituting the Audit Office on the principle of the Judicial 
Bench, would be lost ; the moral influence of even wise 
decisions on great questions of account would be impaired, 
if not altogether destroyed, by the contempt which petty 
obstructiveness always engenders ; and thus, the Audit 
check, contrary to the manifest intentions of the Legis- 
lature, instead of being the mainstay of public confidence, 
and a source of security to good public servants, would 
become an object of ridicule to Parliament, and scarcely 
more of " a terror to evil doers'' than to those who do well. 
The great improvement which has taken place in the state 
of the business of the Audit Board since the appointment 
of its present Chairman, must, I apprehend, be attributed 
in part to the prevalence of more enlightened views than 
prevailed formerly as to the legal responsibilities of, the 
Commissioners of Audit. 

Having thus stated my views as to the constitution of 
the department which imder the new system should be 
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entrusted with the admrnisti^ation of the Audit check, we 
come now to consider what should be the functions assigned 
to the auditors. 

In the course of the evidence taken before the Commitee 
on Public Monies, you will have observed a great deal of 
discussion about two perfectly distinct kinds of audit, 
which are severally called, ** the detailed audit,'* and " the 
appropriation audit." I must briefly explain the precise 
meaning of these terms. 

The " detailed audit ** of an account has nothing what- 
ever to do with the Parliamentary votes. Its object is to 
ascertain thai all the castings and computations in the 
account are accurate, that the accountant has charged him-, 
self with all his receipts, and that every item of expen- 
diture in the account is properly vouched and properly 
authorized. You know, I suppose, what a voucher is ? It 
is another name for a receipt, and may be a long bill of 
one hundred items with a receipt appended to it. Of 
course, the castings and computations of every item in such 
a receipted bill would have to be checked by the exa- 
mining clerk. But it is not enough that each item in an 
account should be properly vouched ; for a public ac- 
countant has no right to spend any public money without 
a proper authority to spend it. Such an authority is some- 
times derived from Acts of Parliament, and sometimes 
from the warrants or written instructions of some super- 
intending department. Thus, the expenditure for the 
establishments of the great Revenue departments is en- 
tirely under Treasury control ; and they have no right 
either to employ one clerk more than the number fixed by 
the Treasury, nor to increase the salary of any clerk on 
the establishment by a single shilling. In conducting, 
therefore, the detailed examination of the Customs account, 

for instance, the examiner would have to satisfy himself 

D 2 
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not only that all the establishment expenses were vouched, 
but that they were all in strict accordance with the Trea- 
sury warrants of establishment. After having examined the 
vouchers and authorities belonging to an account, and 
checked all the castings and computations, both in the 
account and in the supporting vouchers, it is the duty of 
the auditors to charge the accountant with every receipt 
which he may not have brought to credit, and to disallow 
every item of expenditure that may either have been over- 
paid, or be unsupported by a proper voucher and authority. 
Such is the " detailed audit " of an account. 

The ** appropriation audit " of an account has reference 
almost exclusively to the Parliamentary grants. It begins 
where the "detailed audit" ends. It is the duty of the 
Appropriation auditors, after satisfying themselves that the 
documents in support of the account are in the usual form, 
and that they exhibit the usual traces of previous exami- 
nation, to assume the suflSiciency of the "detailed audit," 
and then to examine the various items of allowed expen- 
diture for the purpose of ascertaining how much has been 
actually spent in respect of each Parliamentary grant. 
When they have completed their task, they embody their 
observations in a report, which is at present transmitted 
to the Treasury, to be laid before Parliament ; but which 
the Committee on Public Monies very properly suggest 
should be submitted to Parliament by the auditors 
themselves. If it should appear from this report that any 
Parliamentary grant has been exceeded, the Government 
is at once put on its defence, inasmuch as it must apply to 
the House of Commons for the means of making good the 
deficiency ; if, on the other hand, the expenditure should 
fall within the amount of the grant, the surplus is paid into 
the Exchequer and forms part of the " Ways and Means" 
to meet the expenditure of the following year. Such is 
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the appropriation audit ; and considering that the appro- 
priation audit is intended to be a check upon the Executive 
in the interest of Parliament, it is, no doubt, necessary, 
as the Committee recommend, that " the selection of 
" oflSicers for this duty, their removal or dismissal, should 
" rest entirely with the Audit Board." 

Until very recently, none of the public accounts were 
submitted to any other test than that of the "detailed 
audit,** and even that test was (as in fact it still is) very 
capriciously applied. The merit of importing the " appro- 
priation audit" into our system is due to Sir James 
Graham, who, in 1832, induced Parliament to pass an Act 
by which the Commissioners of Audit were charged with 
the duty of applying this test to the grants for Naval ser- 
vices. Since then it has been applied by Act of Parlia- 
ment to the accounts of the Army, Ordnance, Commis- 
sariat, and Offices of Woods and Works. Even now its 
operation goes no further than this ; and therefore the 
Committee propose no trifling reform when they recom- 
mend that henceforth the appropriation test shall be 
applied to every branch of the public expenditure — ^- Naval, 
Military, and Civil. 

Before proceeding further, I may as well observe here, 
with reference more especially to an inquiry contained in 
your letter of the 1st instant, that when the Committee on 
Public Monies state in their Report that "the Board of 
Audit is responsible to Parliament alone," they allude, I 
apprehend, to the responsibility of the auditors with 
respect to the appropriation audit. Hitherto the auditors 
have always been required to report to the Treasury the 
result of the examination of all accounts audited by them 
in detail ; and the principle of this practice must, I appre- 
hend, be maintained. Parliament cannot, of course, 
control and superintend all the detailed expenditure of the 
countjy. This is eminently an executive function, and 
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belongs^ by the immemorial practice of the constitution, to 
the Treasury, The rules which regulate the detailed 
expenditure of the country, and the mode of keeping the • 
accoimts relating to it, are supposed to emanate, directly 
or indirectly, from the Treasury ; and it is therefore right 
that the Treasury should be kept informed by the Audit 
OflBce as to how far those rules are observed or neglected. 
Hence the origin of the practice of reporting all accounts 
which may be audited in detail by the Audit Office, to the 
Treasury. There is also another advantage in this prac- 
tice. — It is the duty of the auditors (as I have already 
Intimated), to follow strict rules in deciding upon the 
allowance or disallowance of particular items, and it must 
obviously often happen that sums which the Auditors are 
bound to disallow ought not in fairness to be permanently 
charged against the accountant. It is therefore just that 
accountants should have a right of appeal from the legal 
decisions of the Audit Office, to the decisions of a Clourt of 
Equity, and the Treasury, by virtue of its general frmctions 
of control, has always exercised the powers of such a 
Court. The practice usually is for the auditors, in re- 
porting an account to the Treasury, to call attention to 
any items which, though disallowed in accordance with the 
law of Audit, might in fairness be allowed ; and the Trea- 
sury, acting on that suggestion, remove the disallowances. 
But, though this appears to be the usual practice, the 
discretionary powers of the Treasury, with respect to- the 
maintenance or reversal of the Audit Office disallowances, 
are not only unlimited, but absolutely unchecked. I 
cannot, therefore, but think that the existing law on this 
subject admits of some improvement. I would not limit 
in the slightest degree the discretionary powers now exer- 
cised by the Treasury ; on the contrary, I think it most 
important that they should be maintained; but I think 
that Parliament should have the means of knowing how 
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the powers in question are exercised. I would therefore 
suggest that whenever the Treasury remove a disallowance 
made by the Audit Office, and which is not specially sub- 
mitted to the Treasury for removal in the report on the 
account, the groimds upon which the Treasury decision is 
based, if not satisfactory to the auditors, should be laid 
before the House of C!ommons. 

■ I should also make a similar remark respecting another 
power of the Treasury which has given rise to much criti- 
cism. The Treasury have from time immemorial possessed 
the power of directing that the money granted for any par- 
ticular service should be issued for that service " without 
account/* It is, in my opinion, right, not only that this 
power should be given to some authority acting on behalf 
of the Crown, but that it should be entrusted to the Trea- 
sury. Suppose, for instance, that Parliament vote a sum 
of money annually to a charitable institution, on condition 
of receiving some public benefit in return ; if the condition 
of the grant is fulfilled, it would clearly be most vexatious 
to insist upon an account of the expenditure being rendered 
to the Audit Office. The condition being fulfilled, the 
public have no conceivable reason for asking more from the 
Governors of the charity than a receipt for the money. 
But though I have no reason to doubt that the power of 
issuing money without account is exercised by the Trea- 
sury with the most discreet caution, I cannot but think that, 
with a view to perfect the new system of control, the Trea- 
sury should be required to make a yearly return to Parlia- 
ment of all money that may, during the preceding year, 
have been so issued. 

We now come to the consideration of a most important 
question, viz. this : — What accounts should be " audited in 
detail'^ by the Board of Audit? The importance of this 
questiouNwill fully appear when you reflect that the value of 
the appropriation test as a Parliamentary security must 



66 

necessarily depend altogether upon the sufl&ciency of the 
previous " detailed audit." It would clearly be a mere 
farce for the Audit Office to report to Parliament that it 
appeared from a given account that a certain sum had been 
spent in respect of a particular vote, unless it had first been 
ascertained, by the detailed examination of the account, that 
the transactions included in it were faithfully recorded, and 
that the money had^been properly spent. It would at first 
sight appear that, inasmuch as the auditors are required, on 
behalf of Parliament, to apply the appropriation test to all 
the public expenditure indifferently, they should also be 
required to examine in detail all the public accounts. This, 
however, would, I think, be a hasty conclusion. All that is 
required in order to support the efficiency of the appropria- 
tion test is, that the previous detailed examination of the 
accounts should be conducted in such a manner as to 
deserve and command public confidence ; and it will not 
unfi:equently happen that an account may relate to trans- 
actions which the auditors would be less qualified to check 
efficiently than some other department. Thus, a vote is 
taken every year for the service of light-houses. This 
money, in accordance with the provisions of an Act of Par- 
liament, is applied to the light-house service, under the 
immediate superintendence and control of the Board of 
Trade ; and, considering the peculiar nature of the service, 
its scattered character, and that the Board of Trade occu- 
pies, with respect to it, a position as independent as that of 
the Audit Office itself, it will readily be understood how the 
detailed expenditure on accoimt of light-houses might pos- 
sibly be more efficiently checked by the Board of Trade 
than by the Audit Board. If this should be so, every prin- 
ciple of common sense would indicate the Board of Trade 
as the proper department to conduct the detailed audit of 
the accounts relating to the light-house service. It can- 
not, however, be denied that, with a view to the maintenance 
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of a uniform practice throughout the whole service, it is 
very desirable that as many accounts as possible should be 
audited in detail by the Audit Office ; and if I were asked to 
suggest a general rule on the subject, I shouM say that, 
apart from some trifling exceptions, every accoimt which, 
without manifest public inconvenience, can be transmitted 
bodily to the Commissioners of Audit, together with all the 
original vouchers and authorities relating to it, should be 
examined in the Audit Office, and that some special pro- 
vision should be made for the detailed examination of alL 
other accounts. 

I fear that my letter would savour too much of the 
administrative details which you so earnestly charge me 
to avoid, if I were to enter at length into the reasons 
which have led me to conclude that the Commissioners of 
Audit should not be required to undertake the detailed 
examination of any public accounts but such as can be 
transmitted bodily to the Audit Office. I will therefore 
content myself with referring you to the train of thought 
which will, no doubt, be excited in your mind by the 
perusal of Mr. Romilly's comprehensive answer to ques- 
tion 4399, and to the observations contained in his letter 
to the Committee of the 13th June last.* The probable 
consequence of attempting to audit accoimts in detail by 
means of clerks detached from the Audit Office would be 
that the business of deciding on doubtful questions of 
account would gradually pass from the Commissioners of 
Audit to clerks, whose duties would be performed at a 
distance from the personal influence and supervision of 
their real official chiefs ; and thus, the security which the 
public are intended to derive from the independent position 
of the Commissioners of Audit would be frittered away, or 
wholly destroyed. The risks which are incident to this 
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sort of extramural examination of accounts, are not, in my 
opinion, to be much dreaded, so long as it is confined to 
the application of the appropriation test, because that test, 
as we have seen, is founded on the admitted accuracy of 
the account, and is applied to nothing but the classifica- 
tion of the various items of admitted expenditure ; but the 
risks in question become important when (as Mr. Romilly 
observes) "the responsibility thrown upon the Commis- 
** sioners of Audit, instead of being confined to the 
«* classification of accounts, extends to the allowance or 
" disallowance of every item included in them.** 

But I cannot altogether dismiss this branch of our 
inquiries without one word on the much controverted 
questions respecting the Army and Navy accounts. The 
detailed examination of these accounts is, as you are 
aware, conducted by the departments of the Admiralty 
and the War Ofl&ce respectively, and it is not uncommon 
to hear it said of this arrangement, that nothing can be 
more objectionable than to sujBfer a department to audit 
its own accounts. 

The objection is, no doubt, a natural one, but indicates, 
I cannot but think, rather a narrow and superficial view of 
the overpowering necessities of the case, and of the sub- 
stantial interests of the public. In what I have to say on 
this subject, I shall for the sake of jperspicuity, refer chiefly 
to the Navy accoimts, although I shall take care to ad^ 
vance nothing which will not apply, mutatis mutandisy ta 
the accoimts of the War Office. 

And first, let it be observed that the theoretical objec- 
tion above stated is only partially applicable to the present 
system of examining the accounts in question. By far the 
larger portion of the expenditure on accoimt of the Navy 
is conducted by persons at various dockyards, outports, 
and foreign stations, each of whom is individually respon^ 
sible for making his payments in accordance with the rules 



69 

of the Service, and performs this duty subject to the 
obligation of transmitting his accounts every month for 
examination to the Accoimtant Greneral of the Navy. It is 
obvious, that between sub-accoimtants so situated, and 
the Accountant General, there cannot be any privity of 
interest, and that the relation between them will be in 
everything but theory, precisely analogous to the rela- 
tion between the accountants of the Audit Office and the 
Commissioners of Audit. Again, it is to be observed 
that the expenditure in respect of the Navy is almost 
entirely conducted imder rules issued by the Admiralty 
itself; and with reference to the whole of this expenditure 
it must be clear, as Mr. Romilly states in his evidence be* 
fore the Committee, that <^ The examination and audit can 
** be carried on much better by the officers of the depart- 
" ment itself than by other officers." * Mr. Romilly, more- 
over, very justly observes, in answer to another question f , 
*^ It seems to me unnecessary that there should be any 
independent audit with respect to that portion of the 
expenditure which depends entirely upon rules which 
<< emanate from the head of the department ; he can do 
<* that much better himself by his own officers ; since the 
" rules which he himself has established he can at any 
" time abrogate ; and it would be useless to point out to 
" the Secretary of State for War, for instance, that he had 
" set aside niles which he had power to set aside.*' 

Having thus shown that the theoretical objection in 
question is only partially applicable, let us see how it looks 
when tried by the manifest exigencies of the public ser- 
vice. You will readily understand that the Admiralty and 
War Office could not without the greatest possible public 
inconvenience transmit their accounts and all the support- 
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ing documents to the Audit Office ; because not only are 
the documents in question required for constant reference, 
but they are also of such voluminous dimensions that copies 
could not be made of them without an enormous expendi- 
ture of money, time, and labour. Considering, moreover, 
the nature of the Naval and Military services, it is most 
peculiarly desirable that the control exercised over the 
various sub-accountants at home and abroad by the check- 
ing officers should be as direct and immediate as possible ; 
and that the demands for explanations, as well as the direc* 
tions issued thereon, should be supported by a consciousness 
on the part of the accoimtants that disobedience will bring^ 
with it instant punishment, if not instant dismissal. Nor 
is this all : the security aflForded to the public by the Audit 
check depends not even principally upon the sifting 
minuteness of the scrutiny, but rather upon the prompti- 
tude with which the check follows on the expenditure.^ 
An accountant who knows that if he does wrong he will- 
be put on his defence in a month, will be far more scrupu- 
lously careful to avoid irregularities than if he knows* 
that he will be safe from inquiry for one or two years. 
These important objects are no doubt materially- ad- 
vanced by leaving the check over the detailed expenditure 
for the Army and Navy services in the hands of the War 
Office and Admiralty. To say nothing of the infinite 
details of such a service as that of the Navy, and of the 
difficulty an independent office would feel in ascertaining 
the relation between those details and the real spirit and 
intention of the Admiralty regulations, it must be obvious 
that matters respecting which an independent Audit Office 
would constantly need information, — matters which would 
necessarily involve the Audit Office in a long official cor- 
respondence with sub-accountants scattered all over the 
world, would, if left to the control of the Admiralty, be 
decided in a moment, and the decision forthwith com- 
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municated to the accountant, backed with a weight of 
authority which would be sure to command instant sub- 
mission. When to this is added the almost universal 
confidence in the present system, — the enormous public 
inconvenience of transferring every year the whole of the 
Army and Navy accoimts, vouchers, &c. to the Audit 
OflSce, — the overwhelming addition to the Audit Office 
staff which would be required for the detailed examination 
of these accoimts, and the consequent additional expense 
to * the public, — we may well pause before we consent to 
sacrifice the substantial interests of the service to the 
vanity of logical precision. These various points, viz. the 
fidelity of the present system of examination, the over- 
powering difficulties in the way of the Audit Office under- 
taking it, and the delay, expense, and waste of power which 
the proposed transfer of the accoimts in question to the 
Audit Office would occasion, are clearly brought out in 
the following answers by Mr. Macaulay, the Secretary of 
the Audit Board, to questions by Sir James Graham : — 

Sir James Graham : " If you undertook, in addition to 
^* the appropriation audit, the detailed departmental audit, 
" going over it a second time, how many clerks would you 
" require to have?*' 

Mr. Macaulay : " It would be very difficult to say. I am 
" clear that we should require a great many more clerks 
** than the Admiralty ; and my own impression is that the 
" examination would not be so effective.** 

Sir J. Graham : ** Would it not be indispensably neces- 
** sary, if any doubt arose upon a voucher, to call evidence 
" from the outports at home, and from foreign stations 
" abroad?** 

Mr. Macaulay : ** Most distinctly." 

Sir J. Graham : " That would apply to the Navy ; but if 
" that detailed audit extended to the whole Army, Ord- 

* See question 4566, and following. 
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nance, Commissariat services, and to the Navy also, can 
you conceive any staff within bomids that it would be 
necessary to establish at the Audit Board ?** 
Mr. Macaulay : ** That is my impression ; and I think 
there is a sentence * in a paper now before the Committee 
which seems to embrace the whole case." ** The Lords 
of the Admiralty for instance, the Board of Ordnance, or 
the Secretary-at-War, so soon as any improper expendi- 
ture or irregularity is discovered, can in most cases stop 
the improper payment or irregularity immediately , ahd 
even when some previous explanations are requisite they 
can the moment such explanations are received come to 
a decision thereon, give their orders accordingly, and see 
those orders executed ; the explanations called for being 
likewise obtained with the least possible delay, as the 
parties to give them are under their own orders. An 
independent Audit Office, on the coutrary, can scarcely 
under any circumstances continue to be constantly so 
well acquainted with the practical details of the service, 
and the necessity for any item of expenditure as to justify 
them in giving an imme^ate decision without calling for 
information, and they have not the immediate means of 
reference to the different branches of the service in the 
executive department." 

Sir J. Graham : " The audit repeated on the part of the 
Audit Board would not supersede the necessity of the 
first, the departmental audit ? '* 
Mr. Macaulay : " I think in no case.*' 
Sir J. Graham : " Then if you passed in review the 
departmental audit, setting aside for the moment the 
increase of your staff, what would be the probable in- 
** crease in point of delay of the second audit ? '* 

* Report of a Committee consisting of Messrs. Larpent, Brooksbank, 
and Croomes on the System of Audit in the War Office and Admiralty.— 
Pari. Paper 160, 1856. 
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Mr. Macaulay : " I am sure that it would be very great ; 
" I can only say that.** 

Sir J. Graham : <^ It takes now eight months with a 
*^ single audit to complete the Navy accounts, does it 
"not?** 

Mr. Macaulay : " Yes.*' 

Sir J. Graham : And twelve as to the Army ? '* 

Mr. Macaulay : " Thirteen." 

Sir J. Graham : " Supposing you went on the part of 
" the Audit Board into a detailed second audit according 
*« to strict rules, what additional time would it be necessary 
** to add to the eight and thirteen months respectively ? " 

Mr. Macaulay : "I can scarcely answer that question, 
" except to say that I am sure it would be very much 
** longer." 

Sir J. Graham : *' Would you say three more years ? " 

Mr. Romilly : *' It is always three years in France." 

Sir J. Graham : " Then in a distant colony it might 
" take a period of something like five years ? ** 

Mr. Romilly : " Perhaps so.** 

Is it necessary that I should go further, or are you not 
now prepared to acquiesce in the opinion which I believe 
to be almost imiversally entertained by the public service, 
viz., that the system under which the detailed examination 
of the Army and Navy accoimts is now conducted is not 
only the best which the nature of the case admits of, but 
that it deserves (what I believe it has always possessed) 
public confidence ? 

To return now to the appropriation test. It is obviously 
necessary to the value of this test, — 

1st. That it should be applied only to accounts which 
have been audited in detail ; and 

2ndly. That the detailed audit should be such as to 
deserve public confidence. 
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Putting these two propositions together, I am led to 
the inference that Parliament should be informed what 
departments are responsible for the detailed accuracy of 
accounts, which, though subjected by the auditors to the 
appropriation test, are not examined by them in detail. 
A statement, therefore, containing this information should, 
I think, be prepared annually by the Treasury, and laid 
before the House at the same time with the general report 
of the auditors on the appropriation of the public grants. 
Parliament would then be enabled to form an accurate 
judgment as to the value to be attached to the appropria- 
tion test in the case of every separate grant, and to demand 
the security of a better system of detailed audit in any 
case where the system followed was not such as to deserve 
public confidence. 

To sum up, then, the main results to which my letters 
tend, I would recommend to your best attention the 
following conclusions : — 

!• That the Exchequer system of special credits, as a 
means of securing the specific appropriation of the several 
Parliamentary grants, is a mere delusion, and that no 
alteration of the law can make it anything else. 

2. That the consolidation of the Pay Offices has been 
attended with great public benefit, and that the practice 
imder which the Paymaster now makes all his payments 
from a single cash balance ought to be maintained. 

3. That the Government ought to be prevented from 
obtaining more in any year than the aggregate amount of 
the Parliamentary grants for the year ; and that, so long 
as the Exchequer is maintained, this preventive control 
can be best administered by the Exchequer. 

4. That the seciurity for the specific appropriation of the 
several public grants should be based upon a plan of 
account, combined with a plan of taking the votes for the 
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various services in such a maimer as to provide for nothing 
but the actual expenditure incurred in respect of such 
services during the financial year. 

5\ That, with a view to provide the security in question, 
an account should be prepared annually, showing the 
actual expenditure in respect of every distinct Parlia- 
mentary grant for the preceding year. 

6. That this account should be prepared by the Exe- 
cutive. 

7. That the account in question should be checked and 
audited by the Audit Department, and should then be 
laid by the auditors themselves, together with their report 
thereon, before Parliament. 

8. That the Audit Department should be a Board, and 
that the members of the Board should hold their offices 
by the same tenure as the Judges^ 

9- That, besides applying the appropriation test to all 
the public accounts, it is desirable that, with very few 
exceptions, the auditors should be entrusted with the 
'detailed examination** of all such accounts as can be 
transmitted without great public inconvenience to the 
Audit Office. 

10. That the annual appropriation report of the audi- 
tors to Parliament should be accompanied by a statement 
from the Treasury, specifiying the department which is 
responsible for the " detailed audit** of any account that 
may not be audited in detaU by the Board of Audit. 

11. That whenever the Treasury reverse a disallowance 
in an account which is audited in detail by the Audit 
Board,* the grounds upon which the Treasury decision is 
based, if not satisfactory to the Commissioners of Audit, 
shall be reported to the House of Commons. 

* The principle of this conclusion should be extended to the case of an 
account audited in detail bj any department but the Treasury. 

B 
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12. That the Treasury should report yearly to Parlia- 
meot the ««es to wS during the preoedtog ye^, Uiey 
had authorized money to be issued without account. 

Such then are the conclusions on which, as I conceive, it 
would be desirable to establish oiu: new financial system : 
and if the principles involved in these conclusions should 
receive the sanction of the Legislature, it is my belief that 
after a fair amount of time has been allowed for consoli- 
dating the system and bringing it into working gear, the 
House of Commons will, for the first time in its history, 
find itself possessed of the power of enforcing strict com- 
pliance with the several conditions on which the grants of 
public money are made to the Crown. 

I have now brought to a close what I have to say on the 
various questions put to me in your letter of the 1st instant. 
I cannot say whether J have treated these questions in 
accordance with your wishes, nor whether I have suc- 
ceeded in removing any of the difficulties which led you 
to ask my help ; but I feel assured that if the interest which 
you take in establishing our whole system of financial con- 
trol on a sound basis is generally shared by yom: colleagues 
in Parliament, we are not likely, after next year, to hear 
it again said of England, that her people carry the spirit of 
business into everything but the management of the 
National Expenditure- 
Believe me to be, &c., 
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